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Field Crops

Mother Nature Stirs
Up Wheat Market

The wheat market has been on a wild ri
this spring, with wheat prices rising
sharply in mid-April following news of
significant freeze damage in prime winte
wheat growing areas in the Southern
Plains, then partially falling back as crop
prospects improved. The freeze curtaile
what many observers thought would be
blockbuster crops in Kansas, Oklahoma
and Texas. Excellent crop conditions in
these states had pointed to a large boos
hard red winter wheat output from last
year’s drought-afflicted crop. Instead,
USDA's first forecast of winter wheat prg
duction is up just 6 percent from 1996 tq
1.56 billion bushels.

Also contributing to price fluctuation in
recent months was delayed planting in t
Northern Plains, where a large portion 0
the U.S. spring wheat crop is grown.
Chilly temperatures, along with the
extremely wet field conditions following
spring storms and snowmelt, especially
the Red River Valley, slowed spring whe
planting in the region. Recent favorable
weather has allowed farmers to catch uj
As of May 25, farmers had planted 83
percent of the spring wheat crop, in line
with the 5-year average.

With good planting conditions and war
weather, spring wheat plantings could
increase from earlier expectations, offse

production is forecast at 2.26 billion
bushels in 1997, down 1 percent from last
t-year. With larger beginning stocks and

ting the slow start to the planting season.steady year-over-year imports, the U.S.

Recent price strength in the wheat mark
may encourage spring wheat farmers in
the Northern Plains to increase planting
The first firm indication of spring wheat
plantings will be published on June 30,
USDA's Acreagereport. The first produc-
tion forecast for spring wheat (based on
surveyed yields and acreage) will be on
July 11, 1997.

Assuming spring planting intentions
(from USDA's Prospective Plantings
released in March), as well as 5-year
average yields and harvest-to-planted
ratios for spring wheat, total U.S. wheat

etvheat supply in 1997/98 is forecast to rise
almost 3 percent. Ending stocks will build

s.from last year. A rise in stocks relative to
use is expected to pressure farm prices

ndownward in the new marketing year that
begins June 1. The season-average farm
price of wheat is forecast at $3.60-$4.20
per bushel in 1997/98, down from $4.35
in 1996/97 and $4.55 in 1995/96.

Although the market has cooled since the
freeze, prices are expected to be support-
ed in 1997/98 by a moderately tight world
situation. Combined production by the
five major wheat exporters—the U.S.,

U.S. Field Crops—Market Outlook

Area Total Domestic Ending Farm
Planted Harvested Yield Output supply use Exports  stocks price
—Mil acres —  Bu/acre Mil. bu $/bu
dWheat
1996/97 75.6 62.9 36.3 2,282 2,748 1,298 985 465 4.35
1997/98 69.2 61.0 3741 2,261 2,817 1,260 1,000 557 3.60-4.20
¢ Corn
1996/97 79.5 731 1271 9,293 9,729 6,995 1,825 909 2.70-2.80
1997/98 814 75.1 131.0 9,840 10,759 7,360 2,050 1,349 2.25-2.65
d Sorghum
1996/97 13.2 11.9 67.5 803 821 550 215 56 2.30-2.40
1997/98 10.9 9.8 67.6 665 721 424 200 97 2.00-2.40
Barley
t 1996/97 7.2 6.8 58.5 397 531 407 35 89 2.77
1997/98 7.0 6.6 59.7 395 524 417 35 72 2.10-2.50
_ Oats
1996/97 47 2.7 57.8 155 322 245 3 74 1.95
1997/98 5.3 3.2 58.0 187 361 280 3 78 1.40-1.80
Soybeans
1996/97 64.2 63.4 37.6 2,382 2,576 1,556 895 125 7.35
h 1997/98 68.8 67.5 38.5 2,600 2,730 1,580 890 260 5.50-7.00
if Rice Lbs./acre ———Mil. cwt(rough equiv.) $/ewt
1996/97 2.82 2.80 6,121 171.3 206.9 104.7 78.0 24.2 9.85-10.05
1997/98 2.88 2.82 5,762 162.5 199.2 106.6 71.0  21.6 9.75-10.75
X Lbs./acre Mil. bales c/Ib.
I Cotton
a  1996/97 14.6 12.9 707 18.9 22.0 10.9 7.0 41 69.50
1997/98 14.5 133 670 18.5 22.6 11.0 7.3 43 *
p  Based on May 12, 1997 World Agricultural Supply and Demand Estimates.

*USDA is prohibited from publishing cotton price projections.

See table 17 for complete definition of terms and data
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for prior years.
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Canadathe Eubpean UnionAustralia,
andArgentina—is pojected to dop 6 per
cent.While gains elseher in the vorld
neaty offset the deline for major &-
porters, ending stoks for the vorld will
remain elatively low.

DennisA. Shields (202) 219-0768 and
James Banes (202) 219-0711
dshields@econggov
jbarnes@econggov

For fur ther information, contact
Dennis Shields ancathes Banes,domes
tic whea; EdAllen, world whea and £ed
grains;Allen Baker and te Riley,
domestic éed gains; Nahan Childsyice;
Scott Sandrd and Mak Ash, oilseeds;
Steve MacDonaldworld cotton; Bob
Skinner and Les Mer, domestic cotton.
All are & (202) 219-0840L%]

Livestock, Dairy & Pouliry

Hog Disease in
Taiwan Affects U.S.
Pork & Corn Exports

The ecent outleak of bot and mouth
disease (FMD) ifTaiwan,which resulted
in a ban on impas of Taiwanese pdr
by several counties, has bcused world
attention onTaiwan’s pok industy. Pork
dominaes both megproduction and
consumption ifaiwan.

Before the FMD outheak in edly 1997,
hogs were Taiwan’s most impdiant ari-
cultural commodity accounting ér 29
percent of the alue of livesto& and cop
production,and since the ta 1980% the
leading aricultural export commodity
Before the ecent FMD bansTaiwan was
expected to xport 360,000 metc tons of
pork this year—28 perent of poduction.

For centures ha production vas an inte
gral pat of faming in Taiwan, absorbing
family labor, waste bods,fam byprod-
ucts,and other synlus esouces,and in
retum, providing supplemental cash
income and maure for eniching the soil.
Since the e 19605, Taiwan’s hay indus
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World Commaodity Market Outlook

Year Production1 Exports2 Consumptionl’3 Carryoverl
Million tons
Wheat 1996/97 581.2 113.0 577.1 109.3
1997/98 578.4 110.8 572.4 115.3
Corn 1996/97 588.8 68.0 570.2 84.6
1997/98 598.5 71.7 591.3 91.8
Barley 1996/97 153.2 15.2 149.1 23.0
1997/98 148.1 155 151.1 20.1
Rice 1996/97 377.4 18.5 375.8 51.8
1997/98 377.3 18.5 377.5 51.7
Oilseeds” 1996/97 257.8 45.4 216.7 17.5
1997/98 273.0 NA NA NA
Soybeans4 1996/97 132.5 34.9 114.7 14.2
1997/98 NA NA NA NA
Soybean meal® 1996/97 91.0 32.7 91.3 83
1997/98 NA NA NA NA
Soybean oil* 1996/97 20.4 5.9 20.5 2.2
1997/98 NA NA NA NA
Million bales
Cotton 1996/97 88.0 26.7 86.4 375
1997/98 87.5 27.2 88.5 36.5

NA = Not available.

1. Aggregate of local marketing years. 2. Wheat, July-June; coarse grains, October-September; cotton,

August-July. Rice trade is for the second calendar year.

All trade includes trade among countries of the

former Soviet Union. All grain trade excludes intra-EU trade; oilseed and cotton trade include intra-EU
trade. 3. Crush only for soybeans and oilseeds. 4. Brazil and Argentina adjusted to October-September.

Economic Research Service, USDA

try has undegone damdic changs simi
lar to those in the 1$. hog industy.

In 1960,about 94 perent ofTaiwan’s
farms rised hgs, but with an &erage of
only four head peradm. By 19950nly 3
percent of Taiwanese dms ised hgs,
but the peifarm average had inceased to
402 headAlthough dout two-thirds of
Taiwan's hay opeetions had less than 20
head larger faims with heds of over
1,000 head accountedrf57 pecent of
the total iventoly—close to the 61 per
cent of irventoly held in the US. by oper
ations of tha size.

This rapid growth (gbout 600 pesent
from 1960 to 1995) and accompary
structural transbrmation in the hg indus
try have biought signifcant danges in
procurement of inputs yp hog produces,

paticulady feed Raher than supping
their ovn feed most poduces hae shift
ed to puchasing mitrient and érmula
feeds,of which impoted coase gains
and sgbeans & key ingredients. Cur
rently, Taiwan poduces onl about 5 per
cent of its coare gain requirements and
less than 1 peent of its sgbean needs.
As a esult, Taiwan has become a major
o maiket for feedstufs.

Hogs accountdr most of the coungts
feed needsyith poultry a distant second
Com is the dominantefed gain, and most
com—95 pecent— is impoted Com
imports increased durfold in the 197,
then douked duing the 198@. By the
eaty 19905, Taiwan’s con im-pots Sur
passed 5 million tongitting a ecod 6.3
million in the 1994/95 m&eting year
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The Nature of Foot & Mouth Disease

Foot and mouth disease (FMD) is higltdontagious, affecting pimatrily cloven-
hoofed animals (g., catle, she@, gods, hogs). The disease ishamcteized by
the formation of Histers on the tongudips, cheekspalae, and other tissues of the
mouth (educing apetite and hindérg food cowersion),and on the skinksove
the daws of the éet.The cause is a vis,which can bedund in the lod and
other bodiy secetions,suc as salia, milk, and ume. The virus can be spad ly
mary different cariers, including humanstlies, ticks, most meaproducts,
marure, semenfeedswater, and soil Although deghs of adult animals ém
FMD are not odinaiily high, the infected animals arusualy destoyed

To avoid infecting their n heds,naions ban impds of live doven-hoo&d
animals,and feesh,chilled, and flozen meés of those animal$tom aeas &peii-
encing outbeaks of FMD Under these banenly canned and cad megs from
susc@tible animals mg be impoted fom FMD-afected countes. Loss of fesh
and dilled med makets causes economic losses dounties where outbeaks

The US. is the leading supplier of caar
grain (mosty com) and sgbeans to
Taiwan, with makket shaes of wer 90
percent br both commodities. In 1996,
the US. exported 5.8 million tons of
coase gain and 2.6 million tons of ge
beans toraiwan,ead accountingdr
about a tenth of total 1$. exports of those
commodities. US. com exports to Taiwan
have averaged 212 million lushels per
year in the 199@) reading 234 million
bushels 6r the 1995/96 méeting year

Growth in the hg industy has made
Taiwan a major pde exporting county,
with virtually all exports going to dpan.
Expotts of slaughter hgs b@an in the
19505, but Taiwan iemained a small
exporter thiough the 197@. After an out
break of FMD in Denmérin 1982,
Taiwan made laye cains in the dpanese
pork maiket, becoming the leading suppl
er with a 46-pazent maket shae.

Taiwan’s eport situdion is complicéed
because of intense competition andedif
ent maketing stetegies among the man
supplies in Bpans lucitive pok mar
ket—2.05 billion pounds of pkrimpotts,
fresh and lilled, in 1996.Taiwan sup
plies all six patis of the hg cacass—
butt, picnic, loin, tendeloin, belly, and
ham—uwhile the US. is pimaiily a sup
plier of major pats products lile loins.

Taiwan has duieved gowth in maket
shae by becoming inceasingy sophisti
caed in meeting@anese consumer spe
ifications. For example some dpanese
consumes hare demonsated a pefer-
ence br Taiwanese pd, which tends to
have a daker color and aweeter taste
compaed with US. pok. Improved tet-
nology has also helped the@iwanese to
increase rpotrts of higher alued fesh
and dilled products. Duing 1978-84,
fresh and killed products accountedf
only 8 pecent ofTaiwan’s total pok
exports. By 1992-95these poducts
accounteddr ebout a thid.

Because ofecent delines in dpanese
pork production,fresh and leilled impotts
have increasingy substituteddr domestic
pork in Japan’s retail makets. Taiwan’s
geagraphic adiantaye has contbuted to
its dominance in supying fresh and
chilled products to dpan. Havever, the
U.S. has been ¢ehing up ly using
improved tetinology and poviding spe
cific cuts br the dpanese tale maket. In
1996, Taiwan and the 8. ead supplied
about half of dpans 162,000-meic-ton
fresh and killed pok import maket.

By March 20, Taiwan had akad; export-
ed 88 million pounds (caass wight) of
the 794 million pounds it had been
expected to ship toapan in 1997The
imposition of bans offaiwanese pde

resulting fom the FMD outheak has left
a“gap” of gpproximately 705 million
pounds in dpanese pdrimports—rough
ly 235 million pounds of &sh and
chilled, and 470 million pounds of dzen
pork, based orfaiwan’s recent &port
shaes. USIA estimdes tha higher pok
prices in &pan,Japanesedod saéty con
cems,and possibilitiesdr substitution
will lik ely reduce fesh pok impotts by
10 pecent and fozen pok impotts by
approximately 30 pecent.Thus,total
Japanese impas for 1997 could be
around 1.8 billion poundsjown 8 pecent
from the nedy 2 billion pounds drecast
eatier this year

Expectaions ae thd the US. will gain up
to 90 pecent of the post-FMD 199Tesh
pork maiket in Bpan,or up to 557 million
pounds. Canada andka should
account 6r most of the balanc&he US.
is ex-pected to tad a 20-pearent shae of
thefrozen market, or ebout 241 million

c poundswith Denmak expected to tak
almost 50 perent and Canada andiea
shaing most of theemainder

The impact of FMD s likly to be &It
most in 1997; FMD-fee poducing coun
tries ae epected to ina@ase supplies
enough to stailize piices in 1998.
Taiwan’s pok industy should e-emege
with larger, more coodinated poduction
and pocessing unitdyut the industy is
not expected to ecover its full pe-FMD
shae of the dpanese méet. Rork suppli
ers in competing counes will likely
forge relaionships thawill permanenty
cgoture maket shae. The US,, in pattic-
ular, should @in maket shae for fresh
and dilled pok.

Even bebre the outbeak of FMD several
factos dhallenged the futue gowth of
the ha industy in Taiwan.With virtually
all exports going to Jpan,the industy
was vulneable to fluctudions in the
Japanese p&rmaiket. Moreover, after
three decades opid growth, the indus
try was faced with high land costs and
labor shotages,as vell as inceasing
domestic emironmental conceis bought
on by densey paked ha fams and gars
of ervironmental nglect. In adlition,
demand has been mountingrir Taiwan’s
trading painers for agricultural trade




Agricultural Outlook/June 1997 Economic Research Service/USDA 5

Commodity Briefs

U.S. Livestoc k and Poultr y Products —Market Outlook

Beginning Total Ending Consumption Primary

stocks  Production Imports supply Exports stocks Total Per capita  market

price

Million Ibs. Lbs. $lewt

Beef 1997 377 25,293 2,330 28,000 1,910 3175 25,715 66.7 66-69
1998 &S 24,906 2,400 27,681 2,140 350 25,191 64.7 70-76

Pork 1997 366 17,126 595 18,087 1,355 380 16,352 47.3 56-58
1998 380 18,357 605 19,342 1,580 380 17,382 49.9 53-57

c/lb.

Broilers* 1997 641 27,199 3 27,843 4,835 700 22,308 72.3 59-62
1998 700 28,953 g 29,656 5,025 750 23,881 76.7 58-63

Turkeys 1997 328 5,444 1 5,773 479 350 4,943 18.4 65-68
1998 350 5,680 1 6,031 485 325 5,220 19.3 62-67
Million doz. No. c/doz.

Eggs** 1997 8.5 6,531.7 5.0 6,545.2 263.0 12.0 5,369.9 240.4 80-84
1998 12.0 6,705.0 4.0 6,721.0 266.0 10.0 5,505.0 244.3 72-78

Based on May 12, 1997 World Agricultural Supply and Demand Estimates.
*Cold storage stocks previously classified as “other chicken” are now included with broiler stocks. **Total consumption does not include eggs used for hatching.

See tables 10 and 11 for complete definition of terms.

Economic Research Service, USDA

liberalization bebre allaving Taiwan to
join theWorld Trade Oganizdion. Laige
commecial opegtions hae beneted
from trade bariers ajainst pok impoits.
Liberalization would likely open uprai-
wan’s pok maiket to outside supplisr

Taiwan is a dtical com maket for the
U.S, and the dect of the FMD outlak
on Taiwan’s con impots is a US. con
cem. The FMD cisis in Taiwan will mean
some eduction in US. com exports, but
will be patially offset ty increased
domestic ¢ed use as 3. hag production
increases toilf part of the export gap left
by Taiwan.Timing of the outbeak is also
limiting its impact onTaiwan’s 1996/97
com impots—half of the tade year
(OctoberSeptember) vas complete befe
the poblem developed

USDA's forecast offaiwan’s con impots
for 1996/97 priginally set &4 6 million tons
before the cisis, curently stands 85.5
million. Despite the lwver forecast—equi-
alent to 20 million bshels—aiwan would
still be the verld’s thid-largest impoter
this year behind dpan and South étea.

Although Taiwan has canceled or degé&d
some com shipmentsit has contimed to
malke nev purchasesdr future delvery.
Domestic pok consumption is high in
Taiwan,and &en with some FMDelaed
dedine should emain stong enough in
the 1997/98 m&eting year to lee feed
needs elatively high. Neverthelessthe
trade impact isxpected to be mer
appaent in 1997/98. USA is projecting
Taiwan'’s 1997/98 car impotts & 4.5 mit
lion tons,the lovest since 1988/8&nd
down 22 pecent flom the 1993-95weer-
age of 5.8 million tons.

Leland Southat, hogs (202) 501-8553;
Pete Rilg, cormn (202) 501-8512
southad@econ.g.gov
pariley@econ.g.gov

For fur ther information, contact:
Leland Southat coodinaor; Ron
Gustafsoncattle; Leland Southat; hogs;
Mildred Halg, world pork; Jim Miller,
domestic dajy; Richad Stillman,world
dairy; Milton Madison,domestic poulty
and ggs; Darid Hawvey, poultry and gg
trade aquacultue. All are & (202) 219-
0713.

Specialty Crops

Food Safety
Concerns for U.S.
Fruits & Vegetables

With growing awareness ofdod saéty
issuesthe US. fruit and \egeteble indus
try, consumer aganizaions,and gvem-
ment ae reviewing various options to
reduce theisks of bodbone illness fom
produce One option dr reducing isks is
the adoption of a hazhmanaysis and dt-
ical contol point (HACCP) system.
Under HACCR firms & various levels of
the poduction and m&eting dhain exam-
ine their opeations and identify dod
sakty hazaids and the spedif stps or
points tha pose the geaest potential
health isks.The irms then estdish ciiti-
cal hazad limits, and pocedues br mon
itoring and corective action to enser
pathogen contol.

Foodbone pdhogens,mainly bacteia,

parmsites and virsescan cause acute and

chronic illnessesangng from mild
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digestive poblems to sapus food pot
soning kidney failure, or even deéh.
Food saéty concens egarding fruits and
vegetables hae been enhanced becent
highly pubicized outbeaks of bodbone
illness,sud as thehepatitis A virus
among shooldildren in Michigan ealier
this sping which was taced to fozen
strawberies seved in stiool lundes.An
outbreak on the wst coast laséfl,
involving the bactéa E. coliin unpas
teurized aple juice resulted in wer 60
illnesses and one dita Recentl passed
laws require the US. med, poultry, and
seabod industies to adopt HECP wer
the nat several yeas (AO May 1996,
July 1996).

If regulations ae adopted ypthe poduce
industy, HACCP could bang opesting
procedues & several levels in the fuit
and \egetable production and meting
chain—in the feld, padkinghouse pro-
cessing plantand in bod-sevice and
retail evironments. But the initialocus
would likely be on points Were fruits and
vegetables come into contact with soil
(and hencepotential hamful bacteia)
during production or haresting Also of
concen are foodbone vilusessud as
hepatitis A, which are usual¥ a result of
contamindon by contact with an irdcted
food handler or ater or sludg contami
nated with sevage. Under HACCR
imported fluits and egetables,a substan
tial portion of which ae supplied dung
the of-seasongould also beaquired to
meet some equalent type of dod saéty
monitoling.

Although contaminion of produce can
occur all along the mketing dannel,it
can often be &ced to contact with soil
and/or animal-maure fertilizer & hawvest
or & the pakinghouseWhile most fuits
are nomally hawvested Iy hand and do
not come into diect contact with sail,
workers ma scoop up fuit tha has
dropped to the pund bebre or duing
hawvest.Animal-marure fettilizer has
been cited as a sa# of bactdal con-
tamindion in unpasteuzed gple juice
and cider Cider consideed the least jor
fitable use br goples,is often made tim
fruit tha has dopped fom trees nturally.

Padinghouse opeitors (fresh maket)
and pocessas commory rely on water

flotation bahs to eceve fruit. Fruit tha
has inadertently been contamiriad a
hawvest can pass thugh the system and
potentialy contaminge other fuit if the
bathwater is not stdlized and is used to
receve subsequent load&dding dlorine
to water for sanitéion and/or iltering the
produce bthwater ae tetiniques tha
reduce theisk of closs-contamintéon.

Some fuits and egetables, before ging
to the fiesh maket, are gven a cold-wvater
shaver or dendh to emove field hed and
thereby reduce pashability. Vegetables
that may receve this cooling teament
include geen beansspinat, and carots.
The water used dér cooling is oftenecy-
cled to sae on efrigeration costswhich
can mise theisk of cross-contamiri#on

if previously rinsed poduce vas contami
naed dumng hawvest.Water sanitéion
procedues (eg., chlorinated water) can
lower the isk of contaminton by
pathogens br most shaver-drenched
vegetable products.

Some fesh-maket fruits and egetables,
sud as stawberries,raspberies, blue
beries,grapes,melons,sweet con, let-
tuce broccoli,and caulifower, are often
padked in the ield duing hawvest. Be-
cause ield pading does not typicajl
involve linsing or vashing poduce befre
shipping to méket, there is isk of con-
taminants eading the consumeAs with
most flesh poduce careful havesting
methods and ashing can minimiz piod-
uct damage as vell as contamirtion.

Improper teament duing maketing can
also pomote contamirtéon of fresh fuits
and \egetables. In the Ie 19808, an out
break of bodbone illness vas taced to
Texas-gown melons vhich had been cut
and stoed impopety on salad ba:
Melons ae ndurally in contact with soil
until the time of harest.The estauants’
tempesture and the melongiigh sugr
content encowaged high bacteal growth.
The esult was an outl@ak ofsalmonella
poisoning in seeral southen stdes.
Careful washing of the melons bwk
cutting is a dtical contiol point for
pathogen contol.

The overall impact of HACCP on the
fresh fuit and \egeteble industies would

depend on thexdent of ay regulaions or
voluntay HACCP pogram adopted Yo
firms. For mary fam and pakinghouse
opetions, standadized poduct testing
and documentin ae likely the bigyest
changs tha HACCP would introduce
However, regulaions could alsoaquire
produce vashing and/or @ter sanitéion
at pakinghouse and/otidld padking
opemtions. In the case ofdld padking
opemtions tha do not alead/ wash po-
duce sud a equirement could adi con
sidemble cost,which would likely be
reflected in etail pices br those
products.

HACCP would probadly affect the po-
cessing indusyrless than the ésh po-
duce and nonpastéred juice industes.
Pathogen contol is less of an issue in
much of the pocessing sector because
product steifization is alead/ pat of the
production pocess to @seve quality and
reduce isks of bodbone diseases.

Fresh-cut popduce—a apidly growing
segment of the fuit and \egeteble mar
ket—has eceved considable food
sakty dtention. Fesh-cut poduce
includes salad egetables like bioccoli,
cabbage, cauliflower, carots,and lettuce
and fuit sud as oanges,grapefruit, and
melons. Because these items aonsid
ered to be dread to ed” product,con
sumes ak less lilely to wash the po-
duce Poper sanitdon duing preparation
(at centalized distibution warehouses,
food-sevice esthlishmentsand poduce
depaitments of etail food stoes),along
with adequége refrigeration to pevent
bacteral growth, reducesdodbone
sakety fisks.

Chares Plummer (202) 219-0717 and
John Love (202) 219-1268
cplummer@econggov
jlove@econ.g.gov

For fur ther information, contact:

Linda Calvin,Susan Bllack, andAgnes
Perez, fruit; Gawy Lucier, vegetebles; Ron
Lord, sweetenes; Doyle ohnsongree
nuts and geenhousefmrsery; Tom
Capehat, tobacco; Larrene Glaser
industial crops.All are & (202) 219-
0840.



